Ethical behavior of organizational members has been the subject of considerable interest during the past decade both among practitioners and academics. However, performance appraisal systems, for the most part, have exclusively concentrated on business performance to the exclusion of ethical dimensions of job performance. Given the increasing importance of ethical issues in organizations, there is a need to correct this aberration in the current approach to appraisal system development and include ethical dimensions in the performance appraisal domain. As a first step to the inclusion of ethical dimensions to the job performance, we propose a cognitive model for appraisal ethical performance in organizations. The performance appraisal literature based on the cognitive processing paradigm (e.g., Landy and Farr, 1980) provides a rich theoretical foundation for studying ethical judgment process. Specifically, the cognitive approach describes how the performance judgment process is influenced by schematic, attributional and affective influences when processing ratee performance information.
INTRODUCTION
thical behavior at the organizational and individual level has been of considerable interest to researchers for the past two decades (e.g., Baumhart, 1961; Brenner & Mohlander, 1977) . Ethics in business has been asserted to be the most important problem facing American companies today. The issue of ethics has recently become the focus of media attention in the wake of scandals in companies such as Enron, WorldCom, and Tyco International. In addition to being a current issue in the media domain, unethical behavior in organizations has also been identified as a relevant social issue demanding the attention of researchers. The recent attention on ethics among practitioners and researchers underscores the need for improved ethics in organizations. We believe that employee performance appraisal and management systems can play a critical role in improving ethical conduct of employees in organizations. Explicit incorporation of ethical behavior into performance appraisal has been recently recommended by researchers (Buckley, 2001; Weaver, 2001; Weaver & Trevino, 1999) . Their argument is that inclusion of ethical dimensions in regular performance appraisal systems integrates ethics expectations into employees" formal role identities and makes ethical conduct at work relevant and rewarding for employees. However, most of the research on ethics has not directly addressed ethical performance and its measurement. Rather, research has either been prescriptive or focused on surveys regarding perceptions or opinions of ethical performance. Further, theoretical work has consisted of the development of models of the determinants of ethical behavior (e.g., Trevino, 1986) . In general, these models all propose that personal and organizational variables influence ethical behavior (Akaah & Lund, 1994) . In a conceptual consideration, Gatewood & Carroll (1991) identify the direct measurement of ethical behavior as necessary for the advancement of the study of ethics. No doubt, understanding the psychological and situational determinants of ethical performance is important. However, the accurate measurement of ethical behavior is important as well.
Unethical behavior among organizational members can take a variety of forms, ranging from breaking civil or criminal law to disregarding company policies. Some instances of unethical behavior may result in objective evidence that unethical behavior occurred. However, just as with the assessment of job performance (Cardy & Dobbins, 1994) , determination of the level of ethical performance requires subjective judgments. Given the importance of accurate measurement of ethical performance in organizations, investigation of the levels of accuracy of ethical performance judgments and influences on the accuracy of these judgments is needed. The objective of this study is to apply the methodology commonly used in the appraisal literature and develop a model for appraising ethical performance of employees. We discuss the model below and offer theoretical propositions that can be empirically tested.
APPRAISAL OF ETHICAL PERFORMANCE: A COGNITIVE PROCESS MODEL
The field of performance appraisal offers a rich set of paradigms and measurement techniques that can be applied to the study of ethical performance appraisal. At a very basic level, performance ratings can be influenced by three types of information: behavior, outcomes and traits. Indeed, research has found that performance ratings are significantly influenced by ratee behavior, outcomes and rater trait inferences (Cardy, Anderson and Evans, 1991) . Research in performance appraisal has shifted from an emphasis on formats to an emphasis on rater cognitive information processing (Cardy & Dobbins, 1994) . A model of ethical performance judgment processes based on the cognitive processing model is presented in figure below.
Appraisal Of Ethical Performance: A Cognitive Process Model
A basic assumption in this model is that ethical performance cues occur in conjunction with job performance cues. Job performance can be defined as the level of effectiveness on dimensions generated with typical job analysis approaches and measured by traditional appraisal systems. Examples of performance dimensions for a salesperson position are sales ability, product knowledge, customer orientation, innovativeness etc. Ethical performance deals with process dimensions that reflect how the performance dimensions are carried out in terms of moral and legal values. Examples of ethical dimensions for a salesperson position are deception, falsification, padding expense account, bribery etc. As shown in the model, ethical performance cues and job performance cues influence each other. The possibility that ethical performance judgments are influenced by job performance dimensions was shown in a study by Cardy and Selvarajan (2004a) . Their study demonstrated that outcomes (job performance) biased ethical judgments. Specifically, it was found that successful people were judged as more ethical than warranted. A natural corollary for the outcome effect on ethical judgment hypothesis would be that job performance ratings are influenced by the ethicalness of ratee behaviors. This proposition has not been tested and will be tested as a part of this study.
The performance appraisal literature has demonstrated that appraisal judgments can be influenced by at least three processes: schematic, liking and attribution (Cardy and Dobbins, 1994) . It can be expected these processes can influence ethical performance judgment too. Just as with performance judgments, it seems reasonable to expect ethical judgments to be a function of these three processes. In addition, liking may affect performance and ethical ratings through attribution and schematic processing (Cardy and Dobbins, 1994) . Thus, liking may affect ethical ratings directly and through schematic and attributional processes. In sum, the model proposes that ethical cues and job performance cues interact with each other and influence the three judgment processes. The resultant ethical and job performance ratings would be a function of the three judgment processes (schematic, liking and attribution). The possible operation of each the three processes on ethical judgments will next be explored.
Performance appraisal and schematic processing
Research in social cognition (e.g., Fiske and Taylor, 1991) suggests that people are guided by a two stage process when processing information about others. First, people categorize others based on the extent to which individuals match the prototypical characteristics of a category (Rosch, 1978) . Second, once people are categorized, further information processing is guided by schemas. Schemas are knowledge structures that represent assumptions and beliefs associated with categories. These assumptions and beliefs influence acquisition, storage and recall of information about others. In a performance appraisal setting, schematic processing means that raters process information based on their schemas for ratees and not on actual observed behaviors (Feldman, 1981) . For example, raters may categorize ratees as good or poor performers and further information processing and judgments would be based on the schemas for a good or a poor performer. If, for example, a ratee is categorized as a good performer, raters tend to attend to, store and recall information consistent with the prototype behaviors for a good performer. That is, they may ignore, forget or discount information that is inconsistent with the initial categorization.
Schematic processing may also bias rater judgments in an ethical performance appraisal context. Research has shown that performance ratings are significantly influenced by ratee behavior, outcomes and rater trait inferences (Cardy, Anderson and Evans, 1991) . A fundamental issue of interest here is the influence of outcomes on performance ratings. Research in this area suggests that outcomes heavily influence performance ratings (DeNisi and Stevens, 1981; Cardy et.al 1991). From a schematic perspective (e.g., Neisser, 1967) , a worker who achieves excellent work outcomes may be placed in a high performance cognitive category by the rater. The issue of outcomes affecting ratings is all the more important in appraising ethical performance since this addresses the "means vs ends" dilemma in judging ethical behavior. From a schematic processing perspective, an outcome schema may have an influence on evaluating a person as ethical/unethical. For example, when raters encounter a high performer, he/she may ignore, discount or reinterpret unethical behaviors of the successful ratee to be consistent with the outcome schema. The result would be inordinately positive judgments of the worker's ethical performance. In other words, people may tend to rate the ethics of a successful employee more favorably than that of an unsuccessful employee.
In addition to the influence of outcomes on ethical ratings, it would also be interesting to test the influence of ethical performance on performance ratings. It may be expected that the ethical behavior exhibited by the ratee may have an influence on performance ratings. Similar to the "outcome schema", an "ethical schema" may bias performance ratings of the ratee. It may be expected that raters may rate an ethical ratee more favorably in rating his/her job performance and vice versa. The above discussion leads to the following proposition:
Proposition 1a: Outcomes (success/failure) will bias the ethical judgments of raters such that successful ratees would be judged with more positive bias than unsuccessful ratees.
Proposition 1a above was tested in a laboratory study by Cardy and Selvarajan (1997) . They found that successful ratees were judged with more positive bias in their ethical ratings than unsuccessful ratees. The present study includes this hypothesis for two reasons. First, this study is a larger study that includes other processes such as liking and attribution. Thus, relative influence of the three processes (schematic, liking and attribution) can be examined. Second, the earlier study used ratee vignettes with all critical incidents for "ethical" ratee representing unethical behavior and vice versa. This portrayal is ratees may be extreme and thus may not reflect actual ratee behaviors found in real life. To present a more realistic picture of ratee behaviors, this study will describe ratee ethical behavior using critical incidents drawn from ethical, unethical and neutral behaviors. For example, an "ethical" ratee will be described using six incidents of ethical behavior, 2 incidents of neutral behavior and 2 incidents of unethical behavior. Similarly, an "unethical" ratee will be described using six incidents of unethical behavior, 2 incidents of neutral behavior and 2 incidents of ethical behavior.
Observational judgments of performance have been found to be influenced by the level of ratee performance (Gordon, 1970) . Specifically, high performers have been found to be rated more accurately than low performers. While the underlying basis for this effect is unclear, it appears that we may give low performers the "benefit of doubt" (Gordon, 1970) and report the occurrence of effective behaviors even though they did not occur. The possibility that a similar phenomenon may occur with the ethical judgment process was examined by Cardy and Selvarajan (1997) . They hypothesized that ethical judgments would be more accurate (that is, less biased) for ethical than for unethical ratees. The results, contrary to this hypothesis, indicated that ethical ratees were rated less accurately than unethical ratees. They interpreted the findings in terms of accuracy measures employed. Gordon (1970) employed a measure of hit rates and correct rejection ratees. Indeed, when Baker and Schuck (1975) reanalyzed Gordon"s data from a signal detection perspective, they found no consistent evidence for the differential accuracy phenomenon. This study proposes to examine the differential accuracy phenomenon in both ethical performance judgment and job performance judgment domains. Even though the reasons behind the occurrence of this phenomenon are not clear, it would be interesting to examine if there is any difference in the differential accuracy phenomenon for these domains. From the previous studies, it can be expected that the differential accuracy phenomenon will occur for the job performance domain and not for the ethical performance domain. The following proposition is offered:
Proposition 1b: The Differential Accuracy phenomenon will be present in job performance judgments but not in ethical performance judgments.
Any influence on ethical judgment may be moderated by rater differences in ethical beliefs. That is, raters may differ in their internal standards for identifying an issue as ethical/unethical based on their personal beliefs about ethics and the strength of these beliefs may moderate the relationship between outcomes and ethical judgment bias. It is quite possible that raters with strong ethical beliefs may be less biased by outcomes in their ratings. The earlier study by Cardy and Selvarajan (1997) did not find any significant difference based on individual differences as measured by an ethical beliefs scale developed by Froelich and Kottke (1991) . This may be because the scale measured just two dimensions ("company support" and "lie to protect the company") and thus may be measuring too narrow of a domain of ethical beliefs. The present study will attempt to study the moderating influence of individual ethical beliefs with a more comprehensive scale developed by Daniel, Elliott-Howard, and DuFrene (1997). They developed a 46-item scale that included five dimensions of ethical performance. The dimensions were personal integrity issues, corporate integrity issues, individual rights issues, environmental issues, and international issues. It is expected that the moderating effects would be more apparent with this more comprehensive scale. Thus, the following hypothesis is offered: Proposition 2 Individual differences in ethical beliefs will moderate the effect of outcomes on the accuracy of ethical performance judgments.
Attributions and ethical performance judgments
Causal attributions affect judgments and behavior. Attribution researchers have shown that outcomes in an achievement-related context are often attributed to one of the four sources: ability, effort, task difficulty or luck (Weiner et al 1971; Jones and Nisbett, 1971). In the performance appraisal setting, it has been shown that attributions made on the basis of effort result in more extreme evaluations than ability attributions (Knowlton and Mitchell, 1980). In other words, laziness can lead to lower evaluations than incompetence and hard work can lead to higher evaluations than competence, other things being equal. The four sources mentioned above can be classified on the basis of locus of control (Weiner et. al 1971) . Locus of control is external when the cause is not within the control of the actor and internal when the cause is within the control of the actor. Locus of control can be an important determinant of social judgments (Weiner, 1993) . For example, a person suffering from AIDS due to promiscuity will be judged as a sinner (internal locus of control) whereas, a person suffering from AIDS due to infectious blood transfusion will be judged as someone unfortunate (external locus of control). Causal attributions also influence the follow up behavior. Research in this area has shown that managers respond more harshly and punitively toward subordinates when they attribute poor performance to internal factors rather than to external factors (e.g., Mitchell, Green and Wood, 1981; Mitchell and Wood, 1980) . In a social setting, people who are seen as cause for an unfortunate situation (e.g., obesity due to overeating, lack of exercise) are viewed less sympathetically when compared to attributions made to situational factors (e.g., obesity due to thyroid malfunctioning). Further, attribution theory has been applied to overcome self-serving attributional biases (Noel et.al 1987) . Noel et.al found that performance of failing students improved when students were exposed to information that suggested that performance is caused by internal, controllable factors such as effort and motivation.
In summary, raters" attributions of ratee performance affect the performance appraisal process. An important effect of causal attributions is that they bias judgment. Managers respond more negatively when they attribute poor performance to internal factors rather than to external factors. In the domain of ethical performance judgments it can be expected that ratees exhibiting unethical behavior may be rated more positively if the cause is attributed to external causes (e.g., supervisory pressure) rather than internal causes. Similarly, ethical performance attributed to internal causes will be rated more positively compared to external attributions. The above discussion leads to the following proposition: Proposition 3: Causal attribution will mediate the relationship between ethical performance and ethical rating accuracy.
Liking and ethical ratings: The mediating influence of schematic and attributional processes
Cognitive models of appraisal have considered the influence of affect in the cognitive processing of raters (e.g., Cardy and Dobbins, 1994 , 1986 Robbins and DeNisi 1994 Varma, DeNisi and Peters, 1996) . Affect in performance appraisal has been categorized as being either undifferentiated or differentiated (Park, Sims and Motowildo, 1987). Though undifferentiated affect (e.g., mood) has been demonstrated to influence a variety of judgments (Isen and Baron, 1991) , differentiated affect (e.g., liking) may have the most influence on performance appraisal since it consists of stimulus specific judgments (Cardy and Dobbins, 1994) .
Rater liking has been found to underlie the effects of ratee impression management on rater evaluation (Judge and Ferris, 1993) and has been found to be difficult for raters to separate from their assessment of ratee performance (Cardy and Dobbins, 1986 ). Cardy and Dobbins (1994) observed that liking can influence performance ratings through three mediating processes: direct perception, schematic processing and attribution. Cardy and Dobbins (1986) first demonstrated that liking is integral to performance; that is liking influences performance ratings at a direct perceptual level. The possibility that liking influences performance ratings through the mediating influence of schematic processing has been shown in a number of empirical studies (e.g., Robbins and DeNisi, 1993; Varma, DeNisi, and Peters, 1993; Caranikas-Walkar, 1994). The mediating effect of attributional processes has been shown in empirical studies by Dobbins and Russel (1986) and Mitchell and Wood (1980) . Whatever the type of mediating processes, it is apparent that liking can be an important mediator that affects performance ratings. In the field of ethical performance ratings, liking has the potential to mediate the relationship between ethicalness of ratee behavior and ethical ratings. For example, a ratee exhibiting ethical/unethical behavior may be rated as more ethical than warranted because of rater liking for the ratee. Similarly, a ratee exhibiting ethical/unethical behavior may be rated as less ethical than warranted because of rater dislike for the ratee.
As mentioned above, a liking effect on performance ratings may operate through schematic and attributional processes (Cardy and Dobbins, 1994) . Liking may bias schema formation and operation. Since liking can be a quick response to a stimulus (Zajonc, 1980), it can influence schematic processing at a very early stage. Fiske and Beattie (1981) have suggested that schemas can be affect-laden and affect-laden schemas may influence all stages of schematic processing. Liking may selectively influence what is attended to, what is recalled and how the rater evaluates. A schematic basis for the influence of liking should have an impact on both observational and evaluation accuracy levels. That is, both the recall of specific incidents of performance and supervisor performance ratings should be affected by liking if its mode of influence is schematic.
In a lab study, Robbins and DeNisi(1993) found that disliked performers are rated as poor performers and liked performed as high performers. They also found that raters ignore affect inconsistent information because it does not fit in with the original categorization of ratee. This suggests the possibility that a rater"s schema for a ratee is affect laden. In this study, it appears that a liked schema preempts attention and encoding of information that is inconsistent with the original impression of the ratee. In another study, Varma et.al (1993) found that affect significantly influenced ratings. Specifically, they found that the affective influence was stronger for those who kept a diary than those who did not maintain diary. Since raters might have tended to record information consistent with their affect-laden schema, the diary keeping may have helped them to recall schema-laden impressions.
Schoel et.al (1993) found that perceptual processes mediated the relationship between liking and ratings at the behavioral dimension level. A schematic basis for a liking influence should affect both observational and evaluation accuracy. Both these accuracies are important to determine the schematic mechanisms. Observational accuracy is an indicator of rater capability to accurately recall ratee behaviors. This can be tested by using the signal detection theory (Lord, 1985) . Liking influences observational accuracy since a liking-biased schema may affect the recall of specific behavioral incidents. Specifically, a liking-biased schema will have high hit rates and high false alarm rates for items consistent with the rater"s impression.
Evaluation accuracy is the accuracy with which a rater assesses the worth of ratee performance. Evaluation accuracy may be affected by poor observational accuracy. Evaluation accuracy may also be affected independent of observational accuracy. For example, a correct schema would lead to greater evaluation accuracy regardless of rater"s capability to reject false alarm items. Carey (1996) and Caranikas-Walkar (1994) have found further support for the schematic influence of liking. Caranikas-Walkar found some support for the mediating influences of schematic processes. Specifically, she found that liking affected behavioral accuracy. Carey (1997) found that liking influences both observational and evaluative accuracy which suggests that liking affects performance via schematic processing.
Extending this research to the ethical performance domain, liking may influence ethical ratings through the mediating influence of schematic processing. That is, a liked ratee may be categorized as more ethical and a disliked ratee may be categorized as less ethical. In other words, a liked ratee may receive a more positive bias compared to disliked ratee. The above discussion leads to the following proposition:
Proposition 4:
The influence of liking on ethical ratings will be mediated by schematic processing.
Liking and ethical ratings: Attributional process as a mediator
Traditional orientations of attribution theory have taken a cold approach. That is, the possibility that the causal schema may be affect laden has not been widely suggested. Regan et.al (1974) demonstrated that high performance was attributed to internal factors when ratees are liked than when the ratees are disliked. In another study, Regan et.al., found that an actor"s helping behavior was more attributed to internal factors when ratees were liked than when they were disliked.
An affect laden causal schema may be an important mechanism in performance appraisal. For example, a supervisor will attribute the poor performance of a liked subordinate to external factors such as task difficulty or bad luck even when evidence points to person responsibility (i.e., distinctiveness, consensus and consistency conditions). Dobbins and Russell (1986) found that supervisors attributed poor performance to internal factors when a subordinate was disliked than when subordinate was liked. This contradicts the suggestions from the "cold" attribution perspective that suggests that people attribute poor performance to an actor"s internal factors. Liking does appear to moderate the causal attribution process. In other words, an affective state such as liking may alter the structure of the causal schema of an observer. Mitchell and Wood (1980) found impression management of ratees to be an important moderating variable in the causal attribution process of raters. In sum, there is some evidence that liking may influence causal attributions. Extending these research ideas to ethical performance appraisal, it can be hypothesized that the influence of liking on ethical judgments will, at least in part, operate through a causal attribution process. Specifically, it can be expected that a liked but unethical ratee would receive a more positive ethical rating because the rater may attribute unethical behavior of the liked ratee to external causes. Conversely, a disliked and unethical ratee would receive more negative ethical ratings because the rater may attribute unethical behavior of the disliked ratee to internal causes. The following proposition is offered:
Proposition 5: The influence of liking on ethical ratings will be mediated by attributional processing.
